RATIFIED BY:
the ERC Resolution No. 4,
dated January 30, 2002

LICENSING PROCEDURES

FORACTIVITY IN THE POWER SECTOR OF

THE REPUBLIC OF ARMENIA

These Procedures define the process of filing and reviewing Applications for Licenses that give the right to
engage in certain activities in the power sector, as specified in Article 2.1. of these Procedures in
conformance with the Energy Law of the Republic of Armenia, the terms of the License issuance (rgection),
extenson and the issuance of aduplicate Licensein case of loss of the origind.

These procedures do not apply to the import and export of natura gas and dectricity.

1 BASIC TERMSUSED IN THESE PROCEDURES

Theterms used in this Contract in capitd lettersimply the following :

Entity

Energy Sector

Commission

- alegd entity;

- asystem of economic entities, regardless of the form of ownership, engaged
(for provison of public services) in dectric and therma power generation
(electric and therma power combined generation included), eectric and
therma power and naturd gas transmission (transportation) and distribution,
provison of eectric energy and natural gas sector system operator service,
condruction of new generation capacities or their rehabilitation in eectric and
themd energy sectors, as wel as condruction of a transmission
(trangportation) or digtribution network in eectric and thermd energy, and
natura gas sectors, as well as import and export of dectrica energy and
natura gas, as well as the necessary complex d assets essentid for the
implementation of the above activities and the dructures providing public
sarvices to the energy market;

- the Energy Regulatory Commission of the Republic of Armenia;



License - adocument issued by the Commission to the Entity, confirming the rights
and obligations of that entity to perform activities and provide services in the
Energy Sector, according to the terms pecified in the RoA Energy Law;
Applicant - aperson or entity who has gpplied to the Commissionin
accordance with these Procedures, in order to acquire
alLicenseor to extend aLicense

Application - a package of documents submitted to the Commission in accordance with
these Procedures, in order to acquire a License or to extend a License

File - the Entity’s individua folder containing documents that once served as a
bass for issuing a License, as specified in these Procedures, as well as
information about violations discovered during the implementation of the
licensed activity, and their rectification, tariff judification documents, financid
reports and other relevant papers relating to the Entity’ s operation;

Licensee - an entity that has been issued a License, in conformance
with the RoA Energy Law and the present Procedures,

Licensed Operation - operation subject to licensing in conformance with the RoA Energy Law;
Resolution - a legd act adopted by the Commisson within its jurisdiction per the
authoritiesvested in it by the RoA Energy Law.

2. GENERAL PROVISIONS

2.1. ThelLicenseisissued only to the Entities to engage in the following activities in the RoA energy sector,
provided by the RoA Energy Law:

1) Congtruction or rehabilitation of eectric power plants;
2) Generation of eectric energy;

3) Transmisson of eectric energy;

4) Didribution of dectric energy;

5) Congtruction of eectric transmisson network;

6) Congtruction of eectric distribution network;

7) Congtruction or rehabilitation of therma supply plants (electric and therma power combined
generation plantsincluded);



2.2.

2.3.

2.4.

2.5.

2.6.

8)

9

10)
11)
12)
13)
14)
15)
16)
17)
18)

19)

Generation of thermd energy;

Trangportation of thermd energy;

Didribution of thermd energy;

Congtruction of therma energy transportation network;
Congruction of thermd energy didtribution network;
Transportation of natural ges;

Digribution of naturd ges,

Congtruction of natura gas transportation network;
Congruction of natura gas ditribution network;

Provison of System Operator servicesin the eectric energy sector;
Provison of System Operator servicesin the natura gas sector;

Provison of market services (the types of services and lig of service providers to be
determined by the Commission).

Theimplementation of any type of Licensed Operation without a License can bring forth liability under

law.

Effective period of the licensed activities specified in Article 2.1. of the present Procedures are as

follows

for generating capacities under congruction or rehabilitation the effective period of the
licensed activity shall be established depending on the scheduled end of construction period,;

for generation activity in eectricity and thermd power sectors the effective period of the
licensed activity shal be established depending on the average service period of the fixed
assets of the generating plant, unless otherwise determined by the Commission.

No License shdl be required for generation of dectric and therma power if that energy is used
exclusvdy for ancillary needs.

The Entity gpplying to the Commisson must have al necessary property to carry out the Licensed
Operation either by ownership right or by contract.

In order to obtain a License, or extend a License, or obtain a duplicate License in the event of losing
the origind License, the Licensee will have to pay a state duty in procedures and amounts set forth in
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2.7.

2.8.

2.9.

3.1

3.2.

3.3.

3.4.

3.5.

3.6.

3.7.

the ROA Law on State Duty. The document certifying to the payment of the state duty, and in the
event of License loss, dso the gpplication for a duplicate License should be submitted to the
Commission.

The trandfer of the License to other entities, dienation or pledging is prohibited, unless otherwise
provided by Law.

The effectiveness of a License shdl not gpply to other Entities engaged in joint activities with the
Licensee (including activities by joint contracts), as wdl as to Entities founded or acting with
participation of the Licensee.

The Entities authorized to engage in activities subject to licenang can commence ther activities from
the effective moment of the License and for the effective period of such License.

APPLICATION FOR LICENSE, ITSREVIEW AND DECISIONMAKING

To get aLicense, the Entity shdl be required to provide the Commission with 2 copies of the relevant
Application, in accordance with the list of pertinent documents, provided in Appendices 2 and 3 of
these Procedures, and in forms provided in Appendices 1, 5-11 of these Procedures.

Prior to goplying to the Commisson for a License, the Entities that wish to engage in activities
specified in Items 2.1. (1) and (7) of the present Procedures, shal be required to publish ther
decison about engaging in a certain type of activity in three of the mgor nationd newspapers
(Appendix 5).

In order to obtain a License for the activities specified in Items 2.1. (1) and (7) of the present
Procedures, the Entity shdl be required to present financid guarantees in procedures described in
Appendix 10 of these Procedures.

In order to obtain a License for the activities specified in Items 2.1. (1) and (7) of the present
Procedures, the Entity shall be required to present a contract on design works for a facility under
condruction or rehabilitation, sgned with a design indtitution holding a corresponding License. The
contract must include the periods for the design-budgeting works.

Within the period required in the License, and prior to the commencement of congtruction works, the
Licensee shdl be obliged to forward to the Commission the design-budgeting documentation that
have undergone appropriate testing.

The Licensee shdl be respongble for the accuracy of information presented to the Commission in
procedures st forth in the ROA Legidation.

The Application for License and attached documents must comply with the requirements provided by
the ROA Legidation, the present Procedures and other normative documents.



3.8.

3.9.

3.10

311

3.13

3.14.

3.15.

3.16.

The Application shdl be filed with the Commission. The corresponding Commission Department shall
review the integrity of the Application and the accuracy and compliance of the atached documents
with the requirements of Attachments 1-3 and 5-11 of these Procedures.

An Application for License shdl not be accepted for review by the Commisson in the following
instances:

a) when the enclosed documents do not comply with the requirements of the RoA Legidétion,
these Procedures and other legd acts,

b) when the submitted documents contain misrepresentations of red facts,

C) when, in compliance with the law or his Charter, the gpplicant does not have the right to
engage in the requested type of Licensed Operation.

Within 10 working days of the receipt of the Application, the Applicant will be sent a notice by the
Commission about the results of the review. In the event of an unfavorable outcome, the Application
shall be kept at the Commission in established procedures.

After the rectification of the discovered flaws by the Applicant and (or) completing the missng
documents, the Application will be filed with the Commisson. In such instances the Applicant and the
Commission shdl be guided by the requirements and terms specified in items 3.8-3.11 of these
Procedures.

In the event of a favorable outcome, the ERC shdl proceed with the review process and will issue an
adequate resolution within 50 working days of the natification of the Application about the results of
the examination.

Prior to the Resolution about issuing a License for the activities specified in item 2.1 of these
Procedures, the Commission’s working group shdl, if there is such need, examine the operations
carried out by the Licensee and his readiness to perform the corresponding operation.

The Commission can require additiond information and documents by notifying the Applicant about
such need in writing. The time period required for that process shdl not be included in the terms
provided by item 3.12 of these Procedures.

The Commisson will rgect an Application if:

a) the gpplicant is recognized insolvent or bankrupt, in procedures established by the RoA
Legidation;

b) the performance of licensed operations will lead to inefficient use of the RoA naturd
resources,

C) the technical indicators specified in the application do not meet requirements of technicd rules
acting within the territory of the Republic of Armenia;

d) issuance of a License will restrict rights of any other Licensee or will have a negative impact
on the technical-economic indicators of that Licensee;



€) the Applicant did not introduce supplementary information and documents requested by the
Commission or the results of additional examination (induding, by means of involvement of
independent experts), absence of which makes impossible the further condderation of the
Application;

f) the documents and materids introduced by the Applicant are deficient, forged or fasfied, or
do not correspond to the requirements of the RoA Laws and legd acts.

3.17.After consgdering the Commisson’s objections, the entity can gpply to the Commisson for a new

3.18.

3.19.

3.20.

3.21.

4.1.

4.2.

4.3.

4.4.

License according to item 3.1, if he meets the requirements set by the Commission.

The Commisson Resolution on the rgection of the Application shdl not influence congderations of
next Applications of the Entity.

The Entity having the License for congruction or rehabilitation of generation capacities is obliged to
implement cdibration-runup operations before the expiration date of the License effectiveness, in
compliance with the project, the requirements of the equipment producing factories and the technica
rules and procedures. The entity is obliged to notify the Commisson of the beginning of those
operations at least 10 days prior. The issues rdevant to the billing and paying for the eectricity
delivered to the transmisson network in the result of calibration-runup operations are regulated by the
corresponding contract, model form or mandatory provisons of which are defined by the
Commission, and which is subject to the regigtration with the Commission.

Along with the applications, specified in item 2.1. of this Procedures (except for 1,5,6,7,11,12,15,16
sub-points) the Applicant shdl introduce dso the tariff setting request, in the forms and procedures
established by the Commission.

The Resolutions on issuance of Licenses for operations specified in point 2.1. of this Procedure
(except for 1,5,6,7,11,12,15,16 sub-points), as well as Resolutions on setting tariffs for rendering
sarvices to the Energy Sector, for generation, transmission (transportation) and distribution of eectric
and therma energy, trangportation and distribution of naturd gas, for the System Operator shal be
taken by the Commisson a the sametime.

PROCEDURAL QUESTIONS

The paperwork associated with the License regigration shal be maintained separately for each
Licensee, and an individud file shal be made for each Licensee.

Within 5 working days after postive Resolution on issuance of a License, the Commission shdl hand
over the License in one copy to the Licensee, and in case of non-gppearance of the Licensee the

License shdl be kept in the corresponding divison of the Commission until the Licensee appears.

Along with the License the Applicant shdl recaive the conditions established by the Commission for
the implementation of licensed operations.

The License receipt, Sgned by the Applicant (Appendix 4), shal be kept in the Commission.



4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

5.1

5.2.

5.3.

5.4.

In the event of termination of the License by the Licensee or revocation of the License, the regidtration
file shdl be kept in the Commisson.

In the event of License rgection within 5 days of the issuance of a corresponding Resolution the copy
of the Resolution specifying the reasons of rgection shdl be forwarded to the Applicant.

In case of violaion of License provisons the Commisson shdl exercise the pendties, defined by
Article 42 of the RoA Energy Law

If amendments are necessary to be introduced to the License provisons, the Commisson and the
Licensee shdl be guided by Article 30 of the RoA Energy Law and by the corresponding lega act,
gpproved by the Commission.

The ERC shdl maintain a Regidration Log of dl Licensesissued to Licensees.

The resolutions of the Commisson on licenang have to be accessble for review by any of the
interested entities, provided that they do not contain any confidentia nationd, service or commercid
information, as required by the RoA Legidation.

EXTENSION OF THE LICENSE OPERATION PERIOD AND RECEIPT OF COPY OF
THE LICENSE IN CASE OF LOSSOF THE LICENSE

In case of necessity to extend the License period, the Licensee is obligated to forward an Application
to the Commission 30 days prior to the expiration of the License period.

The Licensee shdl specify the requested period in the Application. The Application shal contain the
document verifying the payment of the State duty, the amendments to the Licensee’'s Charter carried
out by the State authorized body which registered the Licensee and the reference on that
amendments, as well as corresponding documents justifying the necessity of extension of the License
period.

The Application presented by the Licensee shdl be regisered with the Commisson. The
corresponding divison of the Commission shdl check out the completeness of the Application and
correctness of forms of the documents included in the Application and their condstence with
requirements of point 5.2. of this Procedure.

In case of noncompliance of the Application with the requirements of point 5.2. of this Procedure,
the further congderation of the Application shdl be suspended. Not later than within 10 working days
after recaipt of the Application, the Commission shdl notify the Licensee in written form about this
decision.



5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

Conddering the recommendations of the Commission regarding the Application, the Licensee can
introduce to the Commission the second Application according to point 5.2. of this Procedure, but
not later than 10 days prior to the expiration of the previoudy approved License effective period.

After the Application is introduced to the Commission according to the period time- period mentioned
in point 5.1. and 5.5. o this Procedure and before the expiration of the License period, the
Commission shdl issue a Resolution.

The Commisson has a right to require supplementary information and documentation from the
Applicant, notifying him in writing.

The Application isrgjected in the following instances:

a) the documents introduced by the Applicant are deficient, forged or fasfied. In the event that
the documents are deficient the Application is to be rgected, if the Applicant does not
introduce the documents specified in point 5.2. of this Procedure within 10 working days after
the natification of the Commisson.

b) the introduced documents do not comply with the requirements of this Procedure and the
ROA Legidation.

C) the Applicant is deprived of the right to implement the requested operation in accordance with
the Charter or the RoA Law.

d) within the passed period upon receipt of the License, the conditions of Licenang were
changed.

€) the Entity that was issued a License for congtruction or rehabilitation of generation capacities,
did not carry out any operation within the period specified in the License.

f) the asst rights of the Licensee necessary for the implementation of licensed operation were
suspended.

0 the Application was introduced by the Applicant later than the date defined by points 5.1. and
Jor 5.5. of this Procedure or after the expiration of the License effective period.

If the Application was submitted after the suspension of the License Operation, it should be discussed
only after dimination of suspension.

In case of loss of the License the Licensee shdl publish an announcement in printed press and over 15
days shdl apply to the Commission, introducing the documents verifying the payment of the State
Duty and the publication of the mentioned announcement. Within 3 working days after submisson
date the Licensee shdl receive the copy of the License.

Disputes

Any disputes associated with the enforcement of the present Procedures shal be settled in
accordance with legidatively established procedures.



Appendix 1
Approved by the ERC Resolution No. 4,
dated January 30, 2002

APPLICATION

We hereby are requesting a License authorizing our engagement in business activitiesin

Geographic area, region or Marz

Type of the

Licensed Activity, requested period

We ae hereby informing that the information contained in the documents submitted to the RoA Energy
Regulatory Commisson is accurae and complete. Our company is familiar with the provisons and
requirements of carrying out the Licensed Activity and is promising to comply with them.

The following documents are attached to this Application:
(, number of pages, number of copies)

1

Name of the document number of pages, copies

NoaAWD

Name of the Licensee

Bank Account infor mation

Address, telephone, E-mail, telex, fax numbers

First and last names of the Applicant

Date, the seal of the enterprise

Signature of the Applicant

10



Appendix 2
Approved by the ERC Resolution No. 4,
dated January 30, 2002

LIST OF DOCUMENTS
REQUIRED FOR LICENSING OF OPERATIONS ON CONSTRUCTION OR REHABILITATION OF GENERATION CAPACITIESIN THE ENERGY

SECTOR
Licensed Activities Construction of rehabilitation of generation capacities
Power Plants (including combined heat and power generation plants) District heating
Small HPP
HPPs to be HPPs being HPPs TPPs . Heat
constructed on | constructed on /10 and over NPP Jcombined heat and power | Alternative plants Boilers supplying
Document channels rivers MW/ generation/ plants
submitted
1 2 3 4 5 6 7 8 9 10
1’ Busines plan . ° . ° . . . .
Copies of the operating company’s
2 Charter and State Registration . o . o o o . .
Certificate
Contract on lending of the channel or
3 the permission for connection to the o -- - -- - -- -- --
channel

Document verifying rights for land and
other property necessary for
4 |mp| ementation of licensed activities . . . . . . . .
and the map of geographic location of
the object to be constructed

Contract signed with the projecting
company on introduction of

5 preliminarfy budget evaluation and . . o . . . o .
ncessary construction works and the
time-table for their implementation

Information about shareholders and
their partners




10

Permission for specific use of water

Financial reports of general character (if
available, copies of acts on the
inspection carried out by authorized
bodies and audit resolutions for the last
year)

97

Information on loans or other
transactions

10

Announcement in press

1r

Guarantees

12

Document verifying the payment of
state duties

7 - to be submitted in ERC-established forms (appendixes 6,5,8,9,10,11)

77- may berequired if necessary

13



Appendix 4

Approved by the ERC Resolution No. 4,

dated January 30, 2002

LIST OF DOCUMENTS*

REQUIRED FOR LICENSING OF OPERATIONS IN THE ENERGY SECTOR

(Except for the activities specified in Appendix 2 of this procedure)

BN BMOd
3y J0J SI0IA LS JO UOSINO I

18

SINIS
JoreadO wes/As A|ddns seo

17

SINBS
JoreodO WesAS lemod

16

sef [einyeu Jo uonnguisiqg

15

}JOMIBU UOIINGIIISIP
seb [einieu Jo UOIVN JISUOD

14

seb [einyeu Jo uoleliodsue. |

13

3JOMIBU uolieliods ue .}
seb [eJinfeu JO UOIONIISUOD

12

AB s e WYY Jo uonngLisia

11

3Jompu uonnglisip
AB Jaus [ew Jays Jo uo1dN IISU0D

10

AB oue
[e wdyl Jo uolrelodsue. |

3JOMIBU uoljeliodsue i)
AB Jaus [ew Jays Jo Uol1dN IISU0D

AB U 211309 Jo UolINgLIIsIA

oMU UoNNgLISIP
AB JBUs 211199 JO LOION 1ISUOD

ABJBUB 211109 JO UOKSIWSUR I |

JoMIBU UoSSIWSUe 1
A11011109p JO UOIONJISUOD

(uoire oUH
Jmod pue 7Jedy pauUIqWOD
ay1 Buipnpul) ABeue [ew Y]
pue OGP JO UOIRBWED

Licensed activity

Document s
submitted

Copies of State Registration

Certificate and Charter of the
licensed company

Project and Budget of the

technical and and environment-

company having passed a
related investigation

Information about shareholders

and their partners

1

2

377
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1 2 4 6 8 10 11 12 13 14 15 16 17 18
4 Geographic area of licensed activity
List of main and rented assets
57 necessary for the implementation of --- --- ---
licensed operations
Documents verifying the
67’ accomplishment of construction --- --- --- --- --- --- --- --- ---
works
7 Documents verifying the payment of

State duties

7777

7- along with application for licensing of operations specified in this document the Applicant should introduce necessary documents defined in the document “ Procedure on setting and revision of
tariffs’ approved by the RoA ERC.

77- to be introduced in forms established by the ERC (Appendixes 6, 7, 8)
777 is not required for existing plants.
- isnot required if the License for Construction or Rehabilitation of Generation Capacities issued by the ERC is available.
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Appendix 4
Approved by the ERC Resolution No. 4,
dated January 30, 2002

License Receipt

The RoA Energy Regulatory Commission
Resolution No. , dated

Type of the Licensed Activity

Date of Registration

Number of Registration

Number of pages enclosed

The License has been issued to
Name, address and the telephone number of the Licensed Entity

Teletype, E-mail, telex, fax numbers

First and last name of the person receiving the License

Number of the passport or another 1D, and who it was issued by

Date Signhature
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Appendix 5
Approved by the ERC Resolution No. 4,
dated January 30, 2002

FOR PUBLIC INFORMATION

Please be informed that

Name of the Licensee

has applied to the RoA Energy Regulatory Commission for engagement in business activitiesin

Geographic location, region, city or Marz

Type of the Licensed Activity

Telephone, E-mail, telex and fax numbers of the Licensee

17



(Name of the Company)

Reference on Capital Assets

Appendix 6

Approved by the ERC Resolution No. 4,
dated January 30, 2002

200 A
Mea | Qua | Type Useful Date of Weat | Weat | Weat | Appropria Wear and tear
sure | ntit or service characterist | commissioning [ heris | heris | heris [ tenorm of (thousand dram)
. men y make period opera | inthe [ subjec | depreciati Cost Balancing cost
Capital assets t tedor | stora | tto onon (thousand dram) (thousand dram)
No unit not ge write capital
off or assets
not
re- not being re- not being re- not being
Yes Yes Yes % evaluated re- evaluated re- evaluated re
) ) ) ok evaluated *kk evaluated >k evaluated
No (-) No (-) No (-)
1 2 3 4 5 7 8 9 10 11 12 13 14 15 16 17
Assetsinvolved in the Licensed Activity
1 Buildings
11
2 Constructions
21
3 Communication facilities
31
4 Mashin, equipment
41
5 Transport
51
6 Production assets,
Economic assts
6.1
7 Other capital assets
71
Totd
*) Tobeintroduced by divisionsand entitiesE
**) Installed and passport capacity (capability and output), for gasmainsand heating conduits - length and diameter.
| Resultsof re-evaluatin implemented in procedures established by the Tax Legislation.

18




Notice:

1.

The Referenceisintroduced on a CD-ROM
2. All other capital assets one-by one should be introduced by specified grouppinmg.

Name, Position of the Applicant

Signature

19



Appendix 7

Approved by the ERC Resolution

No. 4,

dated January 30, 2002

List of Rented Technological and Auxiliary Devices, Transporting M eans, M echanisms, Equipment, Buildings, Constructions, Open Areas

Annual Lessor’ sName,
Renting (monthkly) characteristicsof the
Purpose of General contract amount of L easing Agreement
Make usage description* effective renting (Leasing, direct L easing)

" | eased Assets period (thousand dram)

1 |[Technological devices

A

11

2 |Auxiliary devices (communication facilities, computers,
2.1 |organizational means,

3 |Transporting means and mechanisms
31 B

4 |Buildings, constructions, structures does not
41 required C

5 |Openareas does not
5.1 required D

?

A -installed capacity productivity, output), for gasmain and thermal conduits-

length and diameter
B - passport capacity
C - useful surface
D -total surface

Name and position of the Applicant

Signature

SEAL
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Appendix 8
Approved by the ERC Resolution
No. 4,
dated January 30, 2002

I nformation
Shar eholdersand Shares of the LicensedCompanies
Information on Shareholders
Shares
0,
Shareholder (Stockholder) (dram) (%)
Total
Information on Stocks
Sharesto beissued Cost Number
1) Turnover stocks
2) redeemed shares
Total
SEAL®©
Name and position of the Applicant Signature

21
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Appendix

of the ERC Resolution No. 4,

Company Name

Information on Loans or Other Transactions

dated January 30, 2002

Purpose of Loan or
other transaction

Sour ce of loan or
other transaction
(name of thefunding
company)

Amount of loan or
other transaction
(thousand dram)

Redemption period

Annual interest on
loan, (%)

Short-tern loans

Total

Long-term loans

TOTAL

200

(Name of the Company’s Director)

(Signature)

SEAL
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Appendix 10
of the ERC Resolution No. 4,
dated January 30, 2002

PROCEDURES

OF PRESENTATION OF FINANCIAL GUARANTEES,

NECESSARY TO GET AN OPERATION LICENSE FOR CONSTRUCTION OR REHABILITATION OF

GENERATION CAPACITIESIN THE POWER SECTOR

General Provisions

These Procedures shall regulate the order and procedure, defined by Article 26 of the RoA Energy Law, on
presenting financial guarantees to the RoA Energy Regulatory Commission (ERC) by economic entities to
get an operation license for construction or rehabilitation of generation capacities

1

As a financia guarantee, the ERC shall consider the certain sum, computed and formulated in
compliance with these Procedures and presented to the ERC by the entity who has applied to the
ERC for the acquisition of a Construction License in the Power Sector, as adisplay of the readiness
and ability to observe the License provisions.

The estimated/projected cost of the construction or rehabilitation of the generation capacitieswill
serve as abasis for the calculation of financial guarantees for the Licensees.

The amount of the financial guarantees shall be defined as 1% of the estimated/projected cost, not
to exceed $ 50000.

The Licensee shall deposit the amount of the financial guarantee (either in cash or otherwise)
calculated consistently with these Procedures, in a special account of a reputable bank, in
coordination with the ERC. The Depository Contract and the Letter of Guarantee received from the
bank shall be presented to the ERC after depositing the guarantee amount.

It is obligatory that the Letter of Guarantee include the following items:

a) The responsihilities of the bank and the Licensee regarding the prohibition of withdrawal
of funds from the Deposit Account without the ERC’s corresponding resolution and/or
authorization in writing.

b) The obligation of the bank to transfer the guarantee amount to the RoA State Budget as a
form of afinancial penalty, if the Licensee does not fulfill his License obligations or failsto
fulfill them in an appropriate manner and within the time period specified in the ERC
resolution.

C) The bank shall be responsible and be a guarantor for all further deposits and transfersinto
and out of the Depository Account.

d) The term of deposit should be consistent with the effective period of the License.

€) The Depository Contract becomes valid from the moment of issuance of the License by
the ERC and be effective until the end of the effective period of the License.

6. The Depository Contract and the Letter of Guarantee shall be presented to the ERC together with the

application to receive a License.



10.

11

23

The interest accrued on the guarantee amount in the Depository Account may be freely controlled by
the Licensee.

If the Licensee completesits License obligations in atimely and orderly manner, the ERC, upon written
request of the Licensee, shall issue a corresponding resolution to release the financial guarantee to the
Licensee.

In the instances, when there is a possibility that the License provisions may not be carried out in a
timely manner for objective reasons, such as lack of financial resources and other reasons, the ERC, in
accordance with the Licensee's petition, may take an exclusive measure by authorizing the premature
release of the financial guarantee to the Licensee, if at least 60% of the scheduled work volume has
been accomplished and conditioned that the mentioned amount will be used exclusively for the
construction (rehabilitation).

No financial guarantees specified in these Procedures shall be required if, in order to acquire a License,
the Licensee presents to the ERC a budgetary guarantee issued by the RoA Government.

In order to be issued an Operation License, the Licensee can also present a L etter of Guaranteeto serve
as a financial guarantee from any reputable bank, investment fund, insurance or other financial

organization. With this Letter of Guarantee the guarantor shall assume the obligation (upon a
corresponding ERC resolution) to transfer the guarantee amount, calculated consistently with these
Procedures, to the RoA State Budget as a financial penalty in instances when the Licensee partly or
totally failsto fulfill its License obligations.

In the above instances the ERC shall closely consider the matter at the Commission session and
issue a private resolution on accepting or rejecting the Letter of Guarantee as afinancial guarantee.



